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Editorially Speaking
One of our pleasant duties this month is
to introduce you to the new officers and di
rectors of our two societies. We only wish
that space permitted printing all of their
pictures.
The American Woman’s Society of Cer
tified Public Accountants has chosen the fol
lowing to conduct its activities for the coming
year:
President—Ethleen Lasseter of Atlanta,
Georgia. She has already served the So
ciety in the role of director, national treas
urer, and vice-president. She was editor
of The Woman CPA during the year 194344 and contributed to it prior to that time.
Miss Lasseter is Trust Auditor of the First
National Bank of Atlanta and has taken
an active part in the affairs of the Ameri
can Institute of Banking. She is also a

member of the American Institute of Ac
countants, the Georgia Society of Certified
Public Accountants, and the National As
sociation of Cost Accountants.
Vice-President—Jennie M. Palen of New
York City. During the past year, Miss
Palen has served the Society as director
and chairman of the Public Relations
Committee. In addition to her duties as
a principal with Haskins & Sells, she has
found time to do considerable writing of
articles and also of poetry. In the July,
1945, issue of the Journal of Accountancy
is her article on “Woman Accountants in
the Post War Era” and her article on
“Postwar Reserves” appeared in the Feb
ruary, 1944, issue of The Woman CPA. She
wrote two brochures regarding the writing
of accountants’ reports as well as the chap[3]

is also president of the San Francisco
ter on accountancy in Doris Fleischman’s
Chapter.
“An Outline of Careers for Women.”
Vice-President—Margaret E. Lauer of New Treasurer—Susie Sudderth of Atlanta,
Georgia. Miss Sudderth, first president of
Orleans, Louisiana. Miss Lauer is engaged
the Atlanta Chapter, is tax accountant for
in the practice of public accounting in
the Retail Credit Co. of Atlanta, Georgia.
New Orleans, and has done outstanding
Her knowledge of tax problems was dem
work for the Society in her capacity as
Membership Chairman.
onstrated in the article on “Employee Pen
sions” published in the October, 1944, is
Secretary—Heloise Brown of Houston, Texas.
Miss Brown, who was re-elected Secretary,
sue of The Woman CPA.
has become known to all of us as the Editor Directors—Phoebe B. Comer of Indianapolis,
Indiana.
of the Coast-to-Coast News in The Woman
CPA. She is an accountant with ButcherMarion A. Frye of Cleveland, Ohio.
Arthur, Inc. of Houston.
Marie Eerbeck of Detroit, Michigan.
Treasurer—Eleanor Walquist of Albany, New
Frances H. Sadauskas of Chicago, Illinois.
York. Another re-elected officer is Miss
Edith M. Berger of Seattle, Washington.
Walquist who has served very efficiently as
A RESOLUTION
Treasurer. Her main interest, of course, is
her public accounting practice in Albany. (Adopted by the Board of Directors of the
American Woman’s Society of Certified
Directors—Hazel J. Skog (ex officio) of Spo
Public Accountants in a meeting con
kane, Washington.
ducted by mail in September, 1945.)
Julia Benton Hopkins of Washington, D. C.
WHEREAS, The objective of the American
Marion A. Frye of Cleveland, Ohio.
Woman’s Society of Certified Public Ac
Ruth Clarke of Los Angeles, California.
countants
is to advance the professional in
Ruby Clark Freligh of Brooklyn, New York.
terest of women certified public account
Activities of the American Society of
ants, and
Women Accountants will be under the direc
tion of the following officers and directors: WHEREAS, In the belief that such objec
tives could be more effectively accom
President—Helen Maddex of San Francisco,
plished by stimulating the interest of a
California. Miss Maddex was the founder
larger number of women in the higher at
and first president of the San Francisco
tainments of the profession, an affiliate,
Chapter. She has served as national treas
the American Society of Women Account
urer of ASWA and also as a member of
ants, was organized as a means thereof,
the Board of Directors of AWSCPA. Her
and
business connection is that of accountant
on the staff of Price, Waterhouse & Co. in WHEREAS, The American Woman’s So
ciety of Certified Public Accountants de
San Francisco.
sires to provide tangible evidence of its
Vice-President—Alberta Crary of Whittier,
continued active interest in the growth and
California. A member of the Los Angeles
further development of the American So
Chapter, Miss Crary is a partner in the
ciety of Women Accountants,
firm of Crary & Thompson, engaged in Therefore, be it RESOLVED, By the Board
public accounting work at Whittier, Cali
of Directors of the American Woman’s
fornia. She has previously served the So
Society of Certified Public Accountants
ciety as a national director and also as
that an annual award, to be known as the
Tax Editor of The Woman CPA.
AWSCPA Award, be established, effective
Vice-President—Evelyn Forsyth of Grand
September 1, 1945, to provide a suitable
Rapids, Michigan. Miss Forsyth, who is
trophy for the most outstanding chapter
one of the most active members of the
of the American Society of Women Ac
Grand Rapids Chapter, is the auditor for
countants, together with a substantial cash
the Pantlind Hotel Co. at Grand Rapids,
award, and
Michigan.
Be it further RESOLVED, That the annual
winner of this award be determined on
Secretary—Mary Lanigar of San Francisco,
the basis of points allowed for various
California. Like our new president, Miss
chapter activities in accordance with such
Lanigar is a certified public accountant
rules and regulations as may be prescribed
and a member of both the ASWA and the
from time to time by the AWSCPA Award
AWSCPA. She is a senior accountant with
Committee.
the firm of Lester, Herrick & Herrick and
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Coast-to-Coast
Heloise Brown, C.P.A., Houston, Texas

ATLANTA
Accountancy as a Career for Women was
the interesting subject discussed by J. J.
Doran, Comptroller and Treasurer of Davi
son-Paxon Company, before a recent meet
ing of the Atlanta Chapter held at the At
lanta Athletic Club. Mr. Doran is a past
president of the Atlanta Chapter of the Na
tional Association of Cost Accountants.
Atlanta Chapter welcomes Miss Arnavelle
Shores, Mrs. Rosalie L. Sanders, Miss Elvira
W. Prade, and Mrs. Anne Gunn as new
members of their organization.
CHICAGO
Chicago reports a very interesting dinner
meeting held Tuesday evening, September
18, at Harding’s Restaurant. After roll-call
and an introduction of the new Board of
Directors of this chapter, Frances Sadauskas
introduced the new national officers of both
ASWA and AWSCPA. She also gave a very
interesting resume of the articles recently
written by Ethleen Lasseter and Jennie Palen.
Miss Leonore Cann, who holds a C.P.A.
certificate in the State of Illinois, is a new
member of the Chicago Chapter of ASWA.
The Chicago Chapter of AWSCPA held
a meeting on September 27th at the office
of Mary Gildea. Tentative plans were made
for a joint meeting with the Chicago Chap
ter of ASWA. The evening concluded with
an interesting discussion of recent changes
in tax laws, led by Alma Rasmussen.

CLEVELAND
The September meeting of the Cleveland
Chapter of ASWA was held at Marion A.
Frye’s farm on Sunday, September 9. An
election of officers resulted in the following
nominations: Marion A. Frye as President,
Theia A.>Gebbie as First Vice-President,
Margaret Stanko as Second Vice-President,
Hazel I. Larson as Corresponding Secretary,
Esther Lindgren as Recording Secretary,
Katherine E. Pfeiffer as Treasurer, and Ger
trude Hunkin and Maxine L. Sharp as Di
rectors.
Picnic supper was served by Marion and
her husband, Andrew Doelker, after which
the farm tractor was attached to the hay
rack and the girls were taken on a tour of
the farm.

The Cleveland Chapter is to be congratu
lated upon the progress that they have made
during this past year. They are very proud
of the scrap book which has been kept dur
ing their first year and are well pleased with
the recognition that their organization has
received in Cleveland and neighboring cities.
With Theia Gebbie as editor, the Cleve
land Chapter has a very interesting bulletin
known as The Figure-Head which made its
first appearance in August. Each issue of
The Figure-Head has a column for the presi
dent’s message, a column reserved for some
accounting or tax problem, additional space
reserved for news items of the individual
members as well as space reserved for inter
esting jokes.
DETROIT
The Program Committee of the Detroit
Chapter of ASWA has planned a series of
ten-minute talks, each to be given by a mem
ber on the most interesting and pertinent
angles of her own particular field of work
or experience in accountancy. Through this
medium, this chapter feels that they will
have a better understanding of each member
in their society and also learn the valuable
knowledge and experience of others.

GRAND RAPIDS
Julia Norse, Helen Gleason, and Lorena
Erhardt were the very interesting speakers
at the September meeting of the Grand
Rapids Chapter of the American Society of
Women Accountants.
At a recent meeting of the Board of Di
rectors, it was tentatively decided that the
Grand Rapids Chapter would endeavor to
promote an educational program in the form
of round table discussions for the benefit of
the members, their guests, and potential
members. These round table discussion
periods will be held before the regular din
ner meetings.
INDIANAPOLIS
The first meeting of the 1945-1946 season
for the Indianapolis Chapter was held on
September 17 at the YWCA with an at
tendance of fifty-two members and guests,
and with the newly-elected president, Phoebe
Comer, presiding. Johanna Sullivan intro
duced the speaker for the evening, Mr. Cleo
Blackburn, Director of the Flanner House.
[5]

Mr. Blackburn chose as his subject America
Facing the Post-War World. In his talk, he
stated, “that for the first time since 1914 the
world is free for a breathing spell. We must
learn to live in equality with each other and
must rid ourselves of small minds and nar
row hearts. Many people holding together
can accomplish that which, apart, they can
not do.”
Fifteen new members have been added to
the Indianapolis Chapter during this past
year.
LOS ANGELES
Mechanical Accounting was the subject
discussed at the September meeting of the
Los Angeles Chapter by a representative of
the Remington Rand office.
To Vera Jean Bobsene, who is recuperat
ing from a fractured ankle and broken leg,
go our best wishes for a speedy recovery.
SAN FRANCISCO
Dorothy Jane Miller, President of the
American Society of Women Accountants,
was the honored guest and speaker at the
September 26th meeting of the San Fran
cisco Chapter. In view of the fact that there
will be no annual meeting this year, this
dinner provided the opportunity for these
girls to become acquainted with their na
tional president and to hear a report on the
activities of the past year.
The San Francisco Chapter has the honor
of having two of the nominees for the na
tional ASWA offices as members of their
chapter. Helen Maddex was elected Presi
dent and Mary Lanigar will serve during
this year as Secretary.
A monthly study group has been estab
lished and this chapter looks forward to
progress during the coming winter season.
Miss Mavis M. Hayse with the State De
partment of Social Welfare and Miss Maree
M. Greset, a Public Accountant, are new
members of the San Francisco Chapter.
SEATTLE
Mrs. Vera Flory was the guest speaker at
the September meeting of the Seattle Chap
ter. Mrs. Flory chose as her subject Role of
Women in the Near East.
Judge Arthur E. Griffin recently addressed
this chapter on Contracts. Judge Griffin’s
address covered a subject which is of vital
importance to the accounting profession.
The Seattle Chapter welcomes Callie M.
[6]

Nelsen, Vera E. Flory, Louise J. Bullard, and
Virginia E. Bakken as new members!

SPOKANE
J. R. Randall, a prominent Certified Pub
lic Accountant in Spokane, addressed the
Spokane Chapter at their September meet
ing. Mr. Randall spoke on Co-operative Ac
counting.
Plans are being made for study club
periods to be held each month before the
dinner meeting with chapter members dis
cussing current problems, changes in tax
laws, and accounting methods and proce
dure.
Advertising was the subject chosen by Vir
gil A. Warren when he addressed the Oc
tober meeting of this Society. The address
of Mr. Warren, State Representative from
Washington, was both interesting and edu
cational.
The new members in this chapter are
Betty Heathcate, Jean Leader, and Hildred
Winchester.
NEW MEMBERS
AWSCPA welcomes as new members:
Miss Mary G. Babich with Hurdman &
Cranstoun in New York City. Miss Babich,
who is a member of Beta Gamma Sigma, has
a B.B.A. degree and M.S. degree from the
College of the City of New York.
Miss Carol M. Belau of Milwaukee, Wis
consin. Miss Belau holds a B.A. degree from
the University of Wisconsin and is a mem
ber of Phi Chi Theta. She is connected with
the Wisconsin Department of Taxation in
Milwaukee.
Miss Lee Ella Costello of Houston, Texas.
Miss Costello is a partner in the firm of
Bernard Rosmarin & Company and is a
member of the Texas Society of Certified
Public Accountants. She has a B.B.A. degree
from South Texas College.
Miss Barbara M. Ebner with Crafts, Carr
& Company in New York City. Miss Ebner
is a member of the New York State Society
of Certified Public Accountants. She has a
B.B.A. degree from the College of the City
of New York and an M.A. degree from New
York University.
Miss Augusta Geer of New Orleans, Lou
isiana. Miss Geer attended Loyola Univer
sity, Tulane University, and LaSalle Ex
tension University.
Miss Mary A. Guncheon with Lawrence
Scudder & Company in New York City. Miss

Guncheon is a member of the New York
State Society of Certified Public Accountants.
She is a member of Delta Mu Delta and has
a Bachelor of Business Administration degree
from Niagara University.
Miss Sylvia R. Leibowitz with Prosnitz
Anderson Company of New York City. Miss
Leibowitz has a B.B.A. degree from the City
College of New York.
Miss Lili M. Pinkul with Ernst & Ernst
of Seattle, Washington. She received her
certificate in the state of New York and is
a member of the New York State Society
of Certified Public Accountants. She has
studied at Boston University, Portia Law
School in Boston, Barnard College and Pace
Institute. She has an LL.B. degree and was
admitted to the bar in the state of Massa
chusetts.
Miss Agnes Neirocker of Rochester, New

York. Miss Neirocker is with C. D. Thomy
& Company in that city. She is a member
of the New York State Society of Certified
Public Accountants. Miss Neirocker studied
at the University of Rochester, University of
Chicago, and LaSalle Extension University.
Miss Clara Raab who is a member of the
firm of Cordle, Raab & Roush in Casper,
Wyoming. Miss Raab, who holds a C.P.A.
certificate from the State of Wyoming and
the District of Columbia, is a member of the
Wyoming Society of Certified Public Ac
countants. She has a B.S. degree from the
University of Wyoming and belongs to Phi
Gamma Nu.
Miss Elsie A. Van Wie with Arthur Young
& Company in New York City. Miss Van
Wie, who holds a C.P.A. certificate from the
State of Texas, is a member of the Texas
Society of Certified Public Accountants.

Report of President
Hazel J. Skog, C.P.A., Spokane, Washington
Since our members will not this year have
the opportunity of hearing a report on the
year’s activities, our editor has requested a
summary to be distributed by means of The
Woman CPA.
Membership—At the time this is being
written, our Membership Chairman, Miss
Margaret Lauer, informs us that we. have
now reached our goal for the year—120
members. A hearty welcome to all new mem
bers. Since many of you are also new C.P.A.’s,
we offer our congratulations and welcome
to the ranks of women C.P.A.’s. We know
that each member of AWSCPA is pleased
with the outstanding work of our Member
ship Committee and, in turn, the Commit
tee is grateful for the cooperation it has re
ceived from many of our members.
Public Relations—Our Public Relations
Chairman, Miss Jennie Palen, has placed
The Woman CPA in the libraries of many
colleges and universities throughout the coun
try. Also on our mailing list is the Associa
tion de Contadores Y Expertos del Pichincha
of Quito, Ecuador.
Publicity—The work to which our Pub
licity Chairman, Miss Ethleen Lasseter, has
given much time and study, was designed to
be of benefit not only to our members of
AWSCPA and ASWA but to prospective
C.P.A.’s. It has temporarily been put in the
background so that plans for the ASWA
Award could be completed. The resolution

passed by the Board of Directors of the Amer
ican Woman’s Society of Certified Public
Accountants, which establishes this award,
is printed elsewhere in this issue. Briefly,
the award will be given each year to the
ASWA Chapter showing the greatest inter
est, efficiency and growth according to points
scheduled to give equal advantage to large
and small chapters. In the details of the
plan, changes may be necessary from time
to time. However, we feel certain that the
spirit in which the award is given will not
be changed.
Members will be interested in knowing
that our Secretary and Membership Chair
man are putting much time and study on
the matter of improving inter-directorate
memoranda. These improvements will greatly
facilitate the ever-increasing responsibilities
of the officers and directors of AWSCPA.
The retiring Board wishes to thank those
who have not been members of the elected
Board, but who have graciously served on
necessary chairmanship assignments: Miss
Elinor Hill, War Service Chairman; Miss
Anna Grace Francis, Legislative Chairman;
Mrs. Ida Broo, who assisted as Regional
Chairman in the membership drive; and the
Editor of our Bulletin, Miss Mary Gildea
and her loyal staff of assistants. To every
member of the Executive Committee, to
every member who has assisted us in any
capacity—my personal thanks.
[7]

Marion Ardell Frye is an Ohio Certified Public Accountant,
maintaining her own office in Cleveland for the practice of
public accounting. She lives on an 87 acre farm in Northridg
ville, Ohio, with her husband, Andrew Doelker, and informs
us that her greatest regret is that she does not have more time
for running their tractor.
She is President of the Cleveland Chapter of the American
Society of Women Accountants and is a newly elected director
on the National Board of the American Woman’s Society of
Certified Public Accountants. She is also a member of the
Cleveland Chapter of the Ohio Society of Certified Public Ac
countants, of the National Association of Cost Accountants, and
of the Cleveland Chapter of the Zonta Club, which latter or
ganisation she is serving as Program Chairman.

Accounting for the Insurance
Man
Marion A. Frye, C.P.A., Cleveland, Ohio
The insurance man may be a broker, op
erating a large agency, known to the home
offices for whom he writes insurance as an
“agent.” He may be a solicitor acting in
the capacity of a sub-contractor, industrially
speaking, for an agent or broker. Both must
be licensed by the state. The solicitor is a
man in business for himself and should have,
under the Revenue Code, records as com
plete as does the agent or broker. His rec
ords may necessitate more entries than an
agency due to the fact that he may place
business through more agencies than an agent
places with insurance companies directly.
We are assuming, of course, that anyone
receiving a commission for the writing or
placing of insurance is a duly authorized
agent, broker or solicitor, licensed by the state
in which he resides, and that he has met the
state laws governing that particular license.
In the State of Ohio, a person cannot secure
a license or may have a license revoked if
a predominate percentage of the business he
writes is for companies in which he has an
individual interest. Let me clarify this point
before we go further. A person may have
the controlling interest in a corporation
which operates real estate, which corpora
[8]

tion has a name entirely foreign to his per
sonal name. As an individual he may secure
and proceed to write the insurance coverage
of fire, public liability, property damage, etc.
for the corporation in which he owns a con
trolling interest. If he places only a small
percentage of other business, or none at all,
in the final analysis his yearly volume of com
missions earned is from himself.
Let us turn now to a very simple system
which can be used both by the agent and
broker, and also by the solicitor. In con
sidering this set-up we must realize that there
are three principal factors involved from the
viewpoint of each,—amounts due from as
sured, amounts owed to the insurance com
panies or agencies, and commissions earned.
There are four books of record necessary
in connection with insurance accounting. In
this connection, I am writing about general
insurance—not life insurance. These four
books of record are a Policy Register. Cash
Receipts Journal, Cash Disbursements Jour
nal, and the General Ledger.
We shall consider the Policy Register first
because, when a man goes into the business
of writing insurance, his volume of business
is reflected in the entries in the Policy Reg

ister. Anyone familiar with the insurance
business can appreciate the vast amount of
detail which may be developed, and prob
ably unknowingly duplicated, in the desire to
secure information for various and sundry
reasons. It is, therefore, recommended that
when an insurance policy is issued (for sim
plicity, let us say it is a policy issued to cover
fire hazards with a premium amounting to
$100.00) the agent immediately send an
original invoice to the assured to show the
assured his liability for coverage. This orig
inal invoice is generally attached to the pol
icy issued by a fire insurance company.
The agent, broker or solicitor might re
tain a duplicate copy of the invoice for his
Expiration File, as he does on all business
written, so that thirty or sixty days before
this coverage expires he can follow-up this
item of business to keep it on his books for
the ensuing period.
A second carbon copy of the invoice (and
I might state here that it is advisable for
each carbon to be of a different color for
convenience of recognition and filing) can
be used for a bookkeeper’s copy, on the face
of which the distribution can be made of
the $100.00 premium, for he knows that
65% of the premium goes to the company
issuing the policy and becoming liable for
any claims of loss suffered thereunder by the
assured. He also knows that his agency or
brokerage company has earned 35%, of
which 15% goes to the solicitor bringing in
the business. That is, of the $35.00 commis
sion on this premium, $15.00 is due the
solicitor and $20.00 is retained for the opera
tion of the agency.
Therefore, the Policy Register should be
set up to show the date of the policy (which
is also the date of the invoice) with a total
due from the assured of $100.00. The Reg
ister can also be set up to show the distribu
tion of this $100.00—$20.00 to the agency,
$15.00 to the solicitor, and $65.00 to the
insurance company. Over a period of a
month, the entries of these invoices can show
the total volume of business written, total
amount earned by the agency, total due
solicitors, and total due the insurance com
panies. This data can be broken down ac
cording to solicitor and companies to any
detail advisable for an accumulation of in
formation for the use of management or the
agency, as may be decided by them.
To the assured’s detail ledger sheet (which
accountants know as Accounts Receivable
Record) may be posted the date, type of

coverage, amount of coverage, company with
whom placed, policy number and the amount
of the premium due from that assured. Thus,
with a little interpretation, the Accounts Re
ceivable Ledger sheets become line records
of all types of insurance written for the in
dividual assureds.
At the end of the month, if the duplicate
carbons of invoices entered in that month
are retained in one file, they may be sorted
according to the type of insurance written
and the management advised of the total
amount of the various kinds of insurance
written, such as Fire, Public Liability, Auto
mobile (which may be broken down further
according to liability, property damage, med
ical reimbursement, comprehensive, collision,
etc.), Boiler, Robbery, Bonds, Marine, Acci
dent and Health, or even a more detailed
analysis of each sub-division as may prove
usable. After this analysis is made and the
total volume of insurance written according
to premium reconciled with the amount due
from assureds, the bookkeeping copy of the
invoice may be filed according to the com
pany to which the agency is responsible for
the coverage written. This, of course, is
reflected on the face of the invoice in that
portion which shows amount due company.
The invoices might be filed according to the
name of the insurance company, with sub
divisions for each month.
After the bookkeeping copies are properly
filed, it is very easy to make up an Account
Current on which is listed the number of
the policy with the amount of the premium
carried out into the column of the percentage
earned; such as under Fire, which calls for
—let us say—65%, all the total premiums of
Fire policies would be listed; under Public
Liability (the heading of which column
would be 25%) all such premiums would be
listed; etc. A total would be taken of each
such column and the percentage taken. Thus,
in this Account Current there is accumulated
the total liability due monthly to the various
insurance companies. In most cases, the
Home Offices of the insurance companies
prefer this type of statement covering the
business written.
As the assureds pay their premiums, the
amount is naturally entered in Cash Re
ceipts as a charge to cash and a credit to
accounts receivable. A further extension of
the detail may be made as a memorandum,
breaking down the amount of money re
ceived as to the amount due the agency, the
amount due the solicitor, and the amount
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The posting to the General Ledger be
due the insurance company, for it is the
generally accepted practice that no agent comes a routine matter and after such post
or broker pays a solicitor a commission until ings are made it is comparatively simple to
such time as the assured makes full payment prepare a balance sheet and an income and
of the premium for which he is liable. With expense statement. As accountants can ap
such a classification, it becomes a simple mat preciate, from the information as outlined
ter at the end of each month to refer to the above, the financial statements can be pre
Cash Receipts book and compile a detail pared on both a cash basis and on an ac
statement for each solicitor of the commis crual basis.
sions which he has earned. It also becomes
Some agencies prefer to have a third car
a simple matter for the management to find bon copy of their invoices which is retained
out if it is paying out money for its assureds in their files under the names of their solici
when paying its Account Current to the tors. When payment is made to a solicitor
Home Office, for that is exactly what is done for commissions earned, this copy of the in
if a premium is not paid but the agency is voice is attached to a detail commission state
required to pay the Home Office in order to ment. The remaining carbon copies filed
keep the insurance in force. And a conven under his particular name reflect and can
ient method is provided for the manage be reconciled to “Accrued Commisisons Due
ment to get a quick picture of its operations Agents” which becomes a definite liability
on a cash as well as on an accrual basis.
of “Commissions Due Agents” at the time
Cash Disbursements records in an insur that the premiums are paid in full by the
ance office are handled very much the same assured.
as in any other business. Because of the type
The possibility of using invoices to serve
of expenses to which an agency is subject, many purposes in the insurance business is
there is very little reason for the use of a an item not to be overlooked in the accumu
Purchase Journal, as most items are paid lation of information necessary to the opera
within thirty days of their consummation.
tion of a successful agency.

The Consolidation of
Foreign Subsidiaries
Marjorie Mitchell, Detroit, Michigan

For the past six or seven years an increas
ing number of companies have omitted their
foreign subsidiary companies from consoli
dated statements. Foreign exchange restric
tions, war conditions and the lack of power
on the part of the parent company to initiate
the declaration of dividends have all had a
part in the decisions to omit a particular
subsidiary from consolidation. The Ameri
can Institute of Accountants and the Securi
ties and Exchange Commission both sup
ported this trend. The consensus of opinion
has been that consolidation should be omitted
where the parent company could no longer
control the foreign subsidiary due to the
war or to restrictions imposed by foreign gov
ernments. In addition reserves against the
parent company’s investment have been set
up where it was believed that the assets of
[10]

the subsidiary were less than the value at
which the investment was being carried.
With the end of the war, the probability
that some of the restrictions on foreign ex
change may be lifted, and the possibilities
for the investment of new funds abroad, con
solidations of foreign and domestic holdings
will again increase. The present value of
old holdings will have to be established and
the study of the restrictions imposed on for
eign parent companies undertaken to estab
lish the policy with respect to each foreign
subsidiary. In all probability many foreign
governments will lift or lessen restrictions in
order to attract badly needed capital. The
entire problem of accounting for foreign in
vestments requires a continuing study of the
business regulations of the country in which
the holdings are located. The question of

whether or not a foreign subsidiary should be
consolidated depends upon whether or not
integrated operations are possible in the light
of restrictive regulations. In the case of a
domestic subsidiary the problem is generally
easier, the percentage of ownership and the
policy of the parent company being the de
ciding factors. With the foreign subsidiary
these factors are important but, in addition,
the added factor of restrictions under the
foreign government must be considered.
After the decision has been made to con
solidate the foreign subsidiary the actual
technique is not involved unless serious fluc
tuations in the exchange rates are occurring.
These are generally reconciled and explained
in footnotes and reserves are provided to pre
vent the payment of dividends out of capital.
When the exchange rate has been fairly
stable throughout the fiscal period the steps
to consolidate are:
1. Convert the foreign subsidiary’s bal
ance sheet and income statement into U. S.
dollars.
2. Reduce the terminology of the state
ments to American business usage.
3. Follow the general consolidation prac
tices.
The basis for conversion most generally
followed :
1. Current assets and liabilities at the rate
of exchange at the end of the fiscal period.
2. Fixed assets and depreciation provi
sions at the rate prevalent at the acquisition
date of the asset.
3. Non-current liabilities at the rate-preva
lent at the dates the obligations were in
curred.
4. Income and expense (except deprecia
tion) at the average rates for the period.
5. Capital stock at the rate at the date
of incorporation or acquisition. Surplus ac
quired at the rate at the date of acquisition.
Surplus arising out of profits is converted
at the average rates for the period for the

current year. The beginning balance should
be the same U. S. dollar figure as the ending
figure of the prior period.
The conversion will result in a difference
in balance between the sides of the balance
sheet. This, if small, is usually handled as
a profit or loss for the period. As mentioned
before, large differences should be reconciled
and footnoted in such a way as to disclose
the facts.
The terminology of foreign statements
must often be translated into American busi
ness usage. This is in addition to language
translation if the statements are not ex
pressed in English. The best policy in con
nection with both domestic and foreign sub
sidiaries is, of course, to standardize the ac
counting reports. But care must be used,
even with this aid, to see that the foreign
terminology coincides with American busi
ness usage of the term. A knowledge of the
business usage of the country in which the
subsidiary is located is the only insurance
against the adding together of unlike items.
After the conversion to U. S. dollars has
been made and the language reduced to
agree with the parent company’s terminol
ogy all that remains to be done is to insert
the figures on the consolidating schedules
and proceed with the consolidation. All gen
eral consolidation rules such as eliminating
intercompany profit transactions, reflecting
minority interests and so forth should be
followed.
As the Securities and Exchange Commis
sion requires full disclosure of the treatment
of subsidiaries located in countries which im
pose restrictions on foreign parents, it is im
portant that these restrictions be known and
expressed on the consolidated statements.
These restrictions were considered in the de
cision to consolidate, so the final step is
simply to prepare notes to the consolidated
statements which will reflect the basis for the
decision.
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TAX NEWS
By Presidential Proclamation, the emer able to pay promptly any other Federal tax
gency period for amortization of war facili liability incurred prior to or during his term
ties was terminated as of September 29, 1945. of service, Collectors should deal with the
This means that taxpayers who have been matter of collection in a cooperative and
amortizing fixed assets for a 60-month period, sympathetic manner. Partial payments,
under Certificates of Necessity, may recom geared to the financial resources of the serv
pute the amortization deduction by using a ice man or woman may be accepted in such
life for the asset of a period from the ac cases.”
*****
quisition up to September 30, 1945. Such
taxpayers become eligible for the special pro
One of the interesting provisions of the
visions for tentative adjustments in tax under Tax Adjustment Act of 1945 is that by which
Sec. 124(j), added by the Tax Adjustment corporations, anticipating a refund because
Act of 1945.
of anticipated loss carry-backs, may apply
*****
such anticipated refunds against current tax
A decision which may have far-reaching payments. Thus, a corporation which an
consequences is that made by the Tax Court ticipated a refund of all or part of its 1944
on September 24, 1945, in the case of The taxes because of a loss carry-back from 1945
P. Dougherty Company, 5 TC No. 96. Since might apply such anticipated refund against
the taxpayer’s income tax return for the year its final installment of 1944 taxes due in De
ended February 28, 1943, showed a net loss cember, 1945. Of course, sufficient data sup
of $95,000.00, no excess profits tax return porting such an anticipated refund must be
was filed. Adjustments made by the Com submitted and other rules must be complied
missioner resulted in a net income and pos with in making such offsets. It is, however,
sibly an excess profits net income. The Com a new idea in the payment of corporation
missioner then assessed a penalty of 25% for income taxes.
failure to file an excess profits tax return.
*****
Upon appeal by the taxpayer, the Tax Court
It is rather difficult to determine at this
sustained the Commissioner in the assess
time just what changes Congress will make
ment of this penalty.
Corporations showing losses or incomes too in the tax laws and rates. There seem to be.
small for excess profits tax returns should be arguments pro and con on every suggestion
warned of this decision. If there is any possi made. However, we are happy to note that
bility that upon an examination any adjust there is a strong sentiment for the repeal of
ments might conceivably be made which the capital stock tax and its related declaredwould bring the corporation into the excess value excess profits tax. These have never
profits tax bracket, an excess profits tax re appeared to us to be either sensible or sound
turn should be filed as a measure of protec taxing provisions.
tion.
Other suggestions, of course, have been for
*****
the repeal of the excess profits tax law; low
According to Press Service No. V-78, the ering of rates for corporations; and various
Commissioner of Internal Revenue has issued devices for reducing the taxes of individuals.
the following instructions to all Collectors Most of these changes will, it is believed, be
of Internal Revenue: “If a discharged vet effective as of January 1, 1946. One of the
eran is unable to pay income taxes within biggest controversies seems to be as to whether
the period of deferment provided by Section the excess profits tax should be entirely re
513 of the Soldiers and Sailors Civil Relief pealed or only lowered. Perhaps by the time
Act (six months after discharge), or is un you read this, we will have the answer.
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What's New in Reading
Helen Matthews, Detroit, Michigan

“Reconversion in the Office,” a staff report
in American Business for September, 1945.
“Reconversion” brings a picture to mind
of a factory changing from production of
a weapon of war to an instrument of peace.
It rarely occurs to executives that this period
might be the ideal time to make improve
ments in the office organization. The staff
of American Business suggests ten improve
ments that might be made in the office,
namely: analyze and evaluate every job;
find workers to fit each job; establish scien
tific salary rates; provide paper incentives;
retrain or instruct employees; revise the office
layout; simplify methods and routines; mod
ernize machines and equipment; improve of
fice housekeeping; speed service to top man
agement.
*****
“Small Business and Venture Capital, an
Economic Program,” by Rudolph L. Weiss
man. Publisher—Harper & Brothers, $2.00.
A member of the staff of the Securities
and Exchange Commission discusses the
problems of small business with attention di
rected to means of financing such institutions.
Small business is an important factor in
maintaining a democratic form of Govern
ment, therefore, it is the responsibility of
Government to see that small business can
secure new or additional capital. The usual
methods of obtaining capital have been cur
tailed to such an extent that they are not
within reach of small business. Mr. Weiss
man does not purport to offer the only solu
tion to the problem, but he does make prac
tical suggestions.
* * * * *
“When We’re Green We Grow,” by Mrs.
Jane Simpson McKimmon. Publisher—
The University of North Carolina Press,
$3.00.
Women in America have always been pio
neers. Their efforts have been of great im

portance in making our country a great na
tion. “When We’re Green We Grow” is a
story of a pioneer leader in rural demonstra
tion work in North Carolina for thirty years
prior to 1942. This book tells of the advance
ment in every day living made by women in
communities where ready cash was an un
known item. The only incentive needed was
the demonstration of a way to earn a few
dollars with a very small investment. Many
incidents are reported in a style as simple as
the lives of the characters. One reviewer
has compared the author’s style to that of
Ernie Pyle because the names of so many
people are mentioned and the language is
so homely. The book is also a statistical re
port, in narrative form, on the progress in
family sized farms. It shows that such a
farm can provide a comfortable livelihood
and that it is an important part of our na
tion.
*****

“The Builders of the Bridge,” by David
Barnard Steinman. Publisher—Harcourt,
Brace and Company, $3.50.
Bridges, large and small, have become an
integral part of our landscape. It is seldom
that we pause and speculate on a time when
bridges did not span wide rivers. This story
of John Roebling and his son tells of the
building of the Niagara, Cincinnati, and the
Brooklyn bridges. It is written by a ranking
bridge engineer of today who is known in
five continents. It is a sympathetic history
of bridge building, and is accurate in every
detail. It is also a tale of love—after the
death of John Roebling, his son carried on
the building of the Brooklyn Bridge. When
the son’s paralysis from caisson disease pro
hibited his personal supervision of the work,
his wife carried on the liaison work. At its
completion, the bridge was declared to be
the “Eighth Wonder of the World—eighth
in point of time, but not in significance.” *
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The Idea Exchange
One of our members has brought to us the
question of expediting the handling of pur
chase invoices—the old question of accounts
payable ledger vs. voucher system being in
volved. She has practically solved her own
problem, now, but would like to hear from
others as to their experiences in the speeding
up the approval and handling of invoices in
small and medium-sized concerns. We shall
be glad to forward to her any replies which
we receive.

* * * * *

A recent speaker at a meeting attended by
the writer expressed the thought that in the
future we will see neighborhood bookkeeping
and accounting centers. His idea was that
the bookkeeping for the small neighborhood
merchants—the druggist, the grocer, the
baker, etc.—could be handled speedily and
efficiently on tabulating machines located in
a centralized location. That such a service
would not be expensive to the individual
merchant but would give him, at the same
time, the same kind of prompt and detailed
accounting data which is now available only
to large companies. It is an interesting idea
and one which we consider worthy of
thought and consideration.

*****
Should there be closer cooperation between
our society and other professional women’s
societies—such as the organizations of women
lawyers, of bank women, of credit women,
etc? What is the best manner of working
out such cooperation? These are questions
to which many of our members are giving
considerable thought and they would very
much like to have the expression of Opinion
from individual members. Certainly, there
is much that such cooperation could do for
all Concerned both on strictly technical ques
tions and on those questions which are pe
culiarly the problems of the professional
woman.
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One reader inquires as to the treatment of
stock rights, for income tax purposes, with
particular reference to capital gain or loss.
The regulations [Sec. 29.22 (a)-8] pre
scribe the method of arriving at the basis for
determining gain or loss from the sale of (1)
rights; (2) stock with respect to which the
rights are issued; and (3) the stock acquired
through exercise of the rights.
To determine gain or loss on their disposi
tion, the bases of the rights and the old stock
are determined by apportioning the cost of
the old stock between the stock and rights in
proportion to their respective value on the
date the rights were issued. If there is no
market quotation for the rights, their value
is determined by following formula: “To the
aggregate value of the number of shares en
titling a shareholder to subscribe to one new
share, add the price to be paid to acquire
the new share and divide the sum by one
plus the number of old shares. The quotient
is the value attributable to one share of stock
after issuance of rights, and the quotient less
the subscription price is the value attributable
to that number of rights which entitle a
shareholder to subscribe to one new share of
stock. The latter value divided by the num
ber of rights involved is the value attributable
to one right.” (IT 2509, VIII-2. CB 78)
To determine whether the sale of rights or
stock acquired through exercise of rights con
stitutes a long-term or short-term capital
transaction, the following rules govern:
1. Where stock rights are sold, they are
deemed to have been held from the date of
acquisition of the stock in respect to which
the rights were issued. (Paton —AC
COUNTANTS’ HANDBOOK) This is
based, on the provision governing stock divi
dends. [Code Sec. 117 (h) ]
2. Stock acquired through exercise of
rights dates its holding period from the day
on which the right to acquire such stock was
exercised. [Code Sec. 117 (h)]
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